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“To be a leading home products manufacturing company that is — o 


recognized for products of the highest quality and innovativeness . 
that consistently lead the markets they participate in. At CFM, we 
make the products that you value most in your home.” : 
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RNINGS STATEMENT 
cept per share amounts) 


2001 2000 % change 

Sales / 416,332 381,900 9 
EBITDA 69,344 — 72,012 (4) 
49,039 (11) 


33,782 (7) 
0.82 


in a challenging srvieantvent creating a new ee om wi Le 


barbeque market and otherwise a, 1D transfo raratior 


home products company. 


Revenues for the year were up. $34 million, to a oS 


record $416 million, a 9% increase over fiscal 
2000. Sales were moderated by three factors, 
namely: (1) a sharp spike in natural gas prices | 
early in the year that caused consumers to defer 


spending on gas hearth products; (2) a significant = 


inventory adjustment in the mass merchant _ 
channel in anticipation of a slowing economy; and 
(3) a weather-related reduction in demand for 
seasonal garden products. Fortunately, CFM was 
able to compensate for these developments with 
double-digit market share gains in the U.S. new 
housing market and through the spectacular suc- 
cesses of our electric fireplace and barbeque lines. 


Despite the increase in total sales, gross profit for 
2001 of $137 million was flat compared to 2000 
but declined to 33.0% from 35.9% in the previous 
year. Margins were compressed by a less favourable 


| a philosophy for growth | 


products ¢ ate gc 


increase in the percentage of fireplace sales t to oe ae 


lower n margin new home market. These develop- 
_ ments also resulted in higher costs from reduced _ 


efficiencies i in certain ‘of our manufacturing faci ities. ie 


Earnings elon interest, taxes, depreciation and 
amortization (“EBITDA” ) were $69 million (17% 


of sales) compared to $72 million (19% of sales) 


the year before. In addition to the impact of lower 
gross margins, EBITDA was also affected by 
increased customer support costs in the mass _ 
merchant channel. While we expect that EBITDA 
margins will return to traditional levels in future, 

it is important to remember that CFM continues to 
significantly outpace the industry with regard to 


this key performance measure. 


ent oa ne art, purpose built 
1e factory ee to our bad office in 


vith two of the ne homebuilders in a 
Inited States during. 2001, thanks in part to an 
< exceptional architectural series of gas fireplaces 

_ that has set new standards for ‘stylishness and 
ease of installation. 


o ‘We also continue Se our relationships 

— with the dealership network. In contrast to most of 
oe competitors, who have been acquiring dealer 

. networks to gain market share, we are committed 


: upon our expertise in a se eel to building stronger partnerships with leading 


a fabrication and gas burner technology. Elegant i . independent distributors and dealers. A compre- 
"appearance a and built to last, these products have _ hensive range of support programs for all our 
quickly struck. a chord with | our dealers and their distribution partners and the growing availability 


_ consumers. Production at our Mississauga, Ontario of counter-seasonal products are important 
facility doubled between fiscal 2000 and Uscal: elements of those efforts. 

2001 as we continued to build ae momen- 

tum i in this new business. | es | 


a philosophy for growth 


} ae 


As for the future, we see tremendous opportunity = shows that economic © down urns give CFM 
in a burgeoning home products market that weve 
only begun to tap. While recent events in the _ 
United States may have. a dampening effect on the © se 

North American economy, we believe that people 


will continue to invest in the enjoyment of their 
home environments, that CFM will continue to . 
build on its market leadership and that our growth 
will continue to be fuelled by | favourable demo-. . 

graphic and lifestyle trends. What's more, CEM © 
pone | home oe nes sand a : 


our ee 


We are Ae confident that the longterm growth i 


eas he economic ee of his com- : 
modity relative to other energy sources. That's why 
ee gas is the fastest pores source of oo 


and io oni continue, to 5 hol | 
distinction for the foreseeable future. 


and pr aioe awareness 25 of the ne coe. 
benefits of natural gas heating and entertainment — 
products do not aS our either. 


is the reoulkt e he spirit bak dedication ot CFMs 7 - 
1,880 employees in North America and Britain. 
On behalf of the Board and senior a 


Although the success of CFM’s many olba 
development initiatives will result in a higher level 
of organic earnings growth, our tradition of build- 
ing shareholder value through acquisition is not — 
about to end. As always, we will actively seek 
opportunities that leverage our presence in prom- 
ising home product segments. We possess a strong , 
capital base and the management capacity to” Sincerely, 


assimilate new business. What's more, our history —_ Colin Adamson_ 
Chairman and CEO 


1 thank them for their continued support. _ 


CFM is a technology leader with one of the largest and most advanced product lines in the 
home products industry. 


It’s a fact. During the past five years, CFM has invested more than 
$20 million in research and development. That's one of the reasons 
why new products accounted for more than 25% of total sales in 


2001, a trend we expect to continue in the years ahead. 


Even more important, product innovation at CFM is market focused. 
Research and development is aimed at specific market opportunities, 
i } it draws liberally on customer knowledge and it’s designed for rapid 
| ] fulfillment. Our gourmet barbeque line is a perfect example of this 
t 7 ee approach. Following the enthusiastic reception given to our gourmet 
| barbeque line in the dealer channel last year, CFM has quickly devel- 
oped a similar line for the mass merchant market. This line has been 
| picked up by North America’s two largest home improvement retailers 
for fiscal 2002. 


2S 3 “rae alia Designed for the fastest growing segment in a US$2 billion North 
. American barbeque market, our gourmet grills feature a compelling 
combination of great styling and unsurpassed construction—from heavy 
gauge stainless steel burners to sculpted cast iron caps to high-quality 
stainless steel and porcelain finishes. With one lift of the lid—the sensa- 
tion is solid, easy and smooth—it’s readily apparent that CFM has set a 


higher standard for consumer value in this high-potential category. 


Richard Hawley Ken Sharer _ Peter Plows. Don Jamieson Tom Glover 
Director, Manufacturing New Product Sr. V.P., Operations Director, R&D Director, Operations 


Majestic Products Engineering Manager Mississauga CFM BBi 
CFM BBQ aie = Dale Trombley g ° 


Pat Kelly eee V.P. & General Manager © 
V.P., Research g Vermont Castings 


& Development 
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has neintid CFM make an immediate impact in one of North America’s 

fastest growing home product market segments. The distinctive 

VC400 barbeque—with its attractive styling and gourmet cooking 
ures—is a veritable kitchen on wheels. 


in ideal solution for dividing large spaces, CFM’s elegant three-sided 
fi Eplaces extend their ambiance into every corner of the room. 


,is tapping the fast-growing outdoor leisure market with an 
nding line of garden accessories a ad exterior hearth products. 


ae 


CFM has leveraged its core business to create new distribution channels for a growing 
portfolio of home leisure products. 


Since the acquisition of Harris Systems in January 1998, CFM has been 
building on its core expertise in hearth products to create new opportu- 
nities in North America’s mass merchant distribution channel. In the 
process, we've been developing closer partnerships with industry- 


leading retailers such as Costco, Home Depot, Lowes and Wal-Mart. 


Theirs is a highly competitive market, but one that holds enormous 
promise for suppliers with innovative products, a reputation for quality 
and service and a collaborative approach to satisfying consumer 
demand. CFM’s ability to respond to those needs is exemplified by excit- 
ing new products such as our advanced line of electric hearths. Last 
year, we continued to tap demand in this newly created category with 


the development of the world’s first injection-moulded electric stove. 


Such relationships also extend to our new barbeque operations, where 
CFM collaborated with leading retailers to design a barbeque for the 
mass market, based on the successful specialty retail product line. 
Aimed at price points in the US$400 to US$S1,000 range, these premium 
products allow our retail partners to move up the price spectrum while 


firmly establishing CFM’s presence in the fast-growing barbeque industry. 


Dan Downing Steve McCalley Steve Haramaras Rasik Patel Steve Steele 
President Director, Sales ~ President : Director, Manufacturing V.P., Operations 
RMC International RMC International Harris Systems Harris Systems Harris Systems 
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ORES ARON Cae ETS 


“Carleton electric stove 


| 


u eS 


: Featuring elegant wood mouldings and innovative light ecu this ready-to: lug- 


Princeton electric fireplace extends the ambiance of a ‘glowing hearth o virtually any 
home or work environment. 


Light _ to carry home but indi tinguis 1 1 
; enabled 
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Fire is the ultimate symbol of change—a condition that has always been the source of 
CFM’s growth and success. 


During the five years ending September 29, 2001, CFM’s sales and 
7.50 EBITDA increased at compound annual growth rates of 20% and 32%. 


This exceptional performance has been fuelled by more than $370 million 


6.80 : aes : : : 
in acquisitions and other capital spending, an investment that has 
6.10 enhanced our technological leadership, broadened our product portfolio, 
an expanded our distribution channels and leveraged manufacturing and 
distribution capabilities. Along the way, we have created a diversified 
4.70 home leisure products industry leader with a formidable platform for 
4.00 sustainable earnings growth. 
Ss & Ss S Book value 
oS ©& fF SS «& aa” While CFM is better established than ever in its chosen markets, the 
continuous transformation of this Company is not about to end. Ours is 
1) a uniquely entrepreneurial culture—one that has always encouraged risk 
160 taking and innovation, and directly rewarded the individual contribu- 
1.50 tions of our employees. Although CFM is beginning to derive an 
1.40 increasing proportion of sales and earnings from organi¢ growth, we will 
1.30 always remain a company with a built-in capacity for acquisition. CFM 
1.20 possesses a well-developed set of core skills that allows us to recognize 
1.10 opportunity, accurately measure value, assimilate new businesses and 
= quickly migrate best practices across our operations. We intend to keep 
S 2 = = S  Pre-tax cash , 5 (Ce 
o 2 & S_— &_ flow per share taking advantage of these abilities in the years ahead. 
($/share) 


Jim Lutes Sonya Stark A an Hothersall 
President & COO : ] ector of Finance 
Kinder Limited 


David Brash 
Corporate 
Controller 
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April 1987 


Mal 


PYROMASTER KINDER 


Siteplaces 
Dyna-Glo- Uiclorian Garden 
Collection 


ed é Jason Perry Ron Calvert 


“ V.P., Marketing President 
me VCMP Division ee “Sc, VCMP Division 


Bob Heins Sheila Hamilton 
Director, IT V.P., Customer Service 
VCMP Division VCMP Division 


‘i 


at 475 Admiral Boulevai = 
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blazing new trails 


management's discussion 
and analysis 


INTRODUCTION 


The following management’ discussion and analysis (“MD&A”) provides a review of important events, results of operations 
and the financial position of CFM Majestic Inc. (the “Company”) for the year ended September 29, 2001 (“2001”), in com- 
parison with those for the year ended September 30, 2000 (“2000”). This discussion should be read in conjunction with the 
consolidated financial statements for 2001 and the accompanying notes. 


This MDG&A contains forward-looking statements. These forward-looking statements, by their nature, necessarily involve 
risks and uncertainties that could cause actual results to differ materially from those contemplated by these forward-looking 
statements. CFM Majestic considers the assumptions on which these forward-looking statements are based to be reasonable 
at the time they were prepared, but cautions the reader that these assumptions regarding future events, many of which are 
beyond the control of CFM Majestic, may ultimately prove to be incorrect. Factors which could cause actual results or 
events to differ materially from current expectations are discussed on page 15 under “Risks and Uncertainties.” 


RESULTS OF OPERATIONS 


Sales 

CFM'’s consolidated sales increased 9% to a record $416.3 million in fiscal 2001, compared to $381.9 million in 2000. 
Contributions to the Company’s sales growth in the year included: \ 

* Continued significant market share growth in new home fireplace sales in North America; 

* Strong sales of our new electric fireplace products, particularly to the mass merchant channel; 

¢ Continued growth in Vermont Castings gas grills; 

¢ Growth in our sales to the U.K. market; and 

¢ The impact of the weakening Canadian dollar on U.S. dollar denominated sales. 


Conditions that partially offset these positive impacts were: 

* Record warm temperatures in October and November of 2000, affecting our dealer and mass merchant business; 

¢ Consumer reaction to increased natural gas and liquid propane costs which led to decreased demand in some markets; 
¢ Reductions in sales of space heating products to European mass merchant customers; 

¢ A general retail slowdown in the North American economy; and 


¢ A reduction in seasonal garden product sales. 


Gross Profit 
Gross profit of $137.4 million was primarily consistent with the prior year. As a percentage of sales, gross profit declined 
three percentage points to 33.0% from 35.9% in the previous year. 


The reduction in the year was primarily a result of: 

¢ Significant growth in the overall percentage of fireplace sales to the lower margin new home market; 

¢ Reductions in revenues associated with European space heating product sales; 

¢ Lower than planned pre-season manufacturing activity rates in our Chicago operations due to slowdown in mass 
merchant hearth and garden products; and 

e Increases in utility costs due to higher natural gas and propane prices early in the year. 
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Selling, Administrative, Research and Development Expenses 
Selling, administrative, research and development expenses at $68.1 million increased $3.1 million or 5% from 2000. As a 


percentage of sales, these expenses improved to 16.4% from 17.0% in 2000. Expense savings were realized as a result of last 
year’s consolidation of North America’s customer support function to our Mississauga facility. A provision of $1.0 million for 
the Company's exposure to Payless Cashway, a mass merchant customer who entered credit liquidation, increased costs in 
the fourth quarter. 


The Company’s research and development program continues to deliver new and improved products to the market. During 
the year, the Company launched a number of significant new product platforms, including electric hearth products for the 
mass merchant channel, the new 360/580 gas fireplace family of products and the continued development of a line of 
non-catalytic wood stoves. During the year extensive activity occurred to develop new barbeque offerings for production in 
the first quarter of the 2002 fiscal year. A state-of-the-art purpose built $11.0 million barbeque manufacturing facility was 
developed during the same time frame. Research and development spending in the year was $5.7 million, up marginally 
from the prior year. In the year, $1.5 million of product development costs for these significant projects was capitalized as 


deferred development costs, a $1.0 million increase from the previous year. 
| 


EBITDA and EBIT 
Earnings before interest, taxes, depreciation and amortization (“EBITDA”) were $69.3 million, down $2.7 million from the 
prior year of $72.0 million. EBITDA margins declined to 16.6% from 18.9% in 2000. The decline is primarily due to the 


drop in gross margins as discussed above. 


Earnings before interest and taxes (“EBIT”) was $51.5 million, down $4.8 million from the prior year of $56.3 million. 
Capital asset amortization increased by $1.3 million due to the full year impact of amortization on last year’s capital spending 
along with the impact from this year’s capital spending of $16.5 million. The final cash consideration for the acquisition of 
the assets of RMC International Inc. (““RMC”) of $23.4 million paid on April 2, 2001 generated $0.8 million in incremental 
goodwill amortization this year. 


Earnings Per Share 

Earnings per share before goodwill amortization increased 2% to $0.95 from $0.93 in 2000. Basic and diluted earnings per 
share were $0.82 and $0.81 respectively, consistent with the prior year as a result of a 7% decline in net income and a 7% 
decrease in the weighted average number of shares outstanding. The weighted average number of shares declined to 
38,346,000 as of September 29, 2001 as a result of repurchases of shares under the Company’s Normal Course Issuer Bid. 


The Company adopted the new Canadian Institute of Chartered Accountants’ recommendation for determining earnings per 


share which was applied retroactively to fiscal 2000. Diluted earnings per share amounted to $0.81, consistent with fiscal 2000. 
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FINANCIAL POSITION, LIQUIDITY AND CAPITAL RESOURCES 


During 2001, the Company generated $55.1 million in cash flow from operations before changes in non-cash working 
capital, a $2.8 million decline from the $57.9 million generated in 2000. 


The Company’s historical seasonal cash flow pattern continued in fiscal 2001. The peak investment in working capital 
occurs during the Company’s third and fourth quarters. Cash from operations is generated primarily in the first and second 
quarters. Non-cash working capital requirements decreased for the year by $5.4 million to $20.6 million. There was a 
$14.6 million increase in receivables reflecting the timing of our revenues with September 2001, representing a record sales 
month for the Company. Investment in inventory increased $2.8 million, representing primarily the prebuild of barbeque 
finished goods required to meet the shipping peak demand in January for our new significantly expanded mass merchant 
barbeque business. As a result of lower net income, cash tax installments exceeded current taxes payable in the year by 
$5.6 million which resulted in recoverable income tax balances at September 29, 2001 of $8.4 million. After funding our 
working capital requirements, operating activities provided cash of $34.5 million, a $2.6 million or 8% improvement from 


the prior year. 


The Company reinvested this cash flow in its future growth. In total, the Company invested $41.0 million in 2001. The 
final payment of $23.4 million relating to the RMC acquisition completed in fiscal 1999 was made in the year as earnings 
targets for calendar year 2000 were achieved. Capital expenditures in the year totalled $16.5 million with a significant 
portion related to our new state-of-the-art barbeque manufacturing facility in Mississauga, Ontario. This facility will 
commence commercial production in early fiscal 2002. 


The Company’s net debt increased by $18.8 million to $151.2 million reflecting the residual over operating cash flows of 
amounts required to fund our $10.6 million Issuer Bid program and the final RMC acquisition payment. The Company is 
capitalized with net debt to total capital of 35%, similar to the prior year. Cash flows from operations in fiscal 2002 should 
generate adequate cash reserves for our capital expenditures and Issuer Bid program. This will provide approximately 


$80.0 million in available capital within existing credit facilities for future investments and acquisitions. 


With the objective of maximizing return on capital employed, the Company repurchased and cancelled 1,525,200 common 
shares at an average price of $6.92 per share during the year for $10.6 million. The Company renewed its Normal Course 
Issuer Bid in October 2001, and under the renewed program, the Company can repurchase up to 2,800,000 additional 
common shares by October 2, 2002. 


Shareholders’ equity increased by $34.2 million or 14% to $277.6 million over the prior year with net book value per 

share increasing to $7.30, up 19% from $6.16 in 2000. Net earnings for the year added $31.4 million to shareholders’ equity. 
The purchase and cancellation of common shares under the Issuer Bid decreased shareholders’ equity by $10.6 million. A 
$13.7 million increase in cumulative currency translation adjustment was due to the strengthening of the U.S. dollar against 
the Canadian dollar in the year. 
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RISKS AND UNCERTAINTIES 


The Company is subject to a number of the usual risks associated with operating as a manufacturer in a durable consumer 
products industry. The Company manufactures a line of hearth, heating and barbeque products and accessories for the 
North American and U.K. markets. Demand for these products is affected by the general state of the economy, including the 
level of housing starts and consumer spending on home renovations and remodelling, and the weather. The Company seeks 


to minimize the effect of these short-term variances by geographic, product-line and distribution-channel diversification. 


A substantial portion of the Company’s products is based on gas-fuelled products. Major changes in the prices of natural 
gas, propane or kerosene may affect the markets for the Company’s products. 


In the normal course of business, the Company monitors the financial condition of its customers and reviews on a regular 
basis the credit history of each new customer. The Company establishes an allowance for doubtful accounts that corresponds 
to the specific credit risk of its customers, historical trends and economic circumstances. The Company does not believe 


that it is exposed to an unusual level of customer credit risk. 


An increasing proportion of the Company’s revenues is generated from mass merchant customers. There is a trend to 
increased concentration in the mass merchant channel through continued retailer consolidation. At September 29, 2001, 
one customer represented 17% of the accounts receivable year end balance and 10% of fiscal 2001 sales. In future, as the 
Company’ sales to this type of customer grow, the risk increases that loss of revenue from one or more of these customers 


could adversely affect the Company’s operating results. 


As the Company continues to expand the scope of its activities in foreign markets, it becomes exposed to a greater degree 
of foreign exchange risk. The Company has exposure to exchange rate changes as a result of its net investment in foreign 
subsidiaries. The U.S. and U.K. operations are considered self-sustaining foreign operations for financial reporting purposes. 
Gains or losses on translation of the Company’s net investment in foreign subsidiaries are recorded as a separate item of 


shareholders’ equity. 


Any weakening in the value of the U.S. dollar or British pound against the Canadian dollar would result in lower revenue 
and earnings for the Company when stated in Canadian dollars. 


The Company also imports certain products from South Korea. While these purchases are denominated in U.S. dollars, the 
Company is subject to adjustments in product pricing, either favourable or unfavourable, depending on the relationship of 
the Korean won and the U.S. dollar. Significant strengthening of the Korean won against the U.S. dollar could result in 


lower earnings for the Company. 


The Company’s Canadian operations utilize raw materials purchased in U.S. dollars. A substantial portion of the foreign 
exchange exposure on these purchases is offset by a corresponding revenue stream obtained from sales of products manu- 
factured in Canada and sold into the United States. U.S. denominated debt allows the Company to mitigate the currency 
translation effects on these operations. The Company continues to monitor foreign exchange rates and their impact on the 


balance sheet and structures borrowings that are efficient on an economic and tax basis. 


While not currently a party to any exchange hedging instruments, if deemed necessary, the Company may enter into such 
arrangements in the future. The Company’s interest bearing debt is floating rate, based upon prime rate based loans, Bankers’ 
Acceptances, LIBOR loans or any combination thereof. Interest bearing debt was $156 million at September 29, 2001. 


Due to the nature of the Company’s manufacturing operations, environmental laws and regulations have not had, and are 


not expected to have, a significant impact on operations. 
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QUARTERLY FINANCIAL RESULTS 


(in thousands of dollars, except per share amounts) 


Q1 Q2 Q3 Q4 Full Year 
2001 2000 2001 2000 2001 2000 2001 2000 2001 2000 


Sales 110,287 107,363 74,839 64,808 87,157 89,142 144,049 120,587 416,332 381,900 
EBITDA 23,919 22,720 8,789 7,893 10,403 16,294 26,233 25,105 69,344 72,012 
Netincome 11,944 11,256 2,944 2,484 3,371 7,349 13,139 12,693 31,398 33,782 


‘Per share 

earnings 

before 

goodwill 

amortization 0.34 0.30 0.11 0.09 0.12 0.20 0.38 0.34 0.95 0.93 


Earnings 0.31 0.27 0.08 0.06 0.09 0.18 0.34 0.31 0.82 0.82 


Diluted 
earnings 0.30 0.26 0.08 0.06 0.09 0.18 0.34 0.31 0.81 0.81 


OUTLOOK 


We believe our core hearth and space heating operations are well positioned. We expect growth through continued market 
share gains in the new home sector and significant new opportunities in remodelling markets as consumers focus more of their 
discretionary spending on the home. With one of the broadest distribution networks in the industry and good diversity across 


our product range, we expect to achieve continued revenue growth in our core business next year. 


In combination with the new barbeque program discussed below, we expect to exceed revenue growth achieved in 2001 
and, with increased manufacturing capacity utilization across the Company, realize stronger operating and earnings growth, 
particularly in our second and third quarters of fiscal 2002. 


Late in the year we were pleased to announce commitments to barbeque programs for custom-designed barbeques for two 
major North American mass merchant retailers. These private branded barbeque grills will retail in the US$599.00 and 
US$899.00 range. Management believes that these programs are significant; however, Company revenues that will result from 
these programs will be dependent on the requirements of the mass merchants through the barbeque season. These private 
branded barbeques and our very popular upscale Vermont Castings specialty dealer products are now being produced in our 
new state-of-the-art manufacturing plant located in Mississauga. 


The Company has the financial capacity to continue growth through acquisition. We are aggressively looking at new 


opportunities and intend to maximize our market position while continuing to operate profitably in 2002. 
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MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS 


The accompanying consolidated financial statements of CFM Majestic Inc. have been prepared by management in 
accordance with generally accepted accounting principles consistently applied. The significant accounting policies, 
which management believes are appropriate for the Company, are described in note 1 to the consolidated financial 
statements. The financial information contained elsewhere in this Annual Report is consistent with that in the 


consolidated financial statements. 


Management is responsible for the integrity and objectivity of the consolidated financial statements. Estimates are 
necessary in the preparation of these statements and, based on careful judgements, have been properly reflected. 
The Company’s accounting procedures and related systems of internal control are designed to provide reasonable 


assurance that its assets are safeguarded and its financial records are reliable. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial reporting 
and internal control. The Audit Committee of the Board is responsible for reviewing the annual consolidated financial 
statements and reporting to the Board, making recommendations with respect to the appointment and remuneration of 
the Company’s Auditors and reviewing the scope of the audit. Management recognizes its responsibility for conducting 
the Company’s affairs in compliance with established financial standards and applicable laws and maintaining proper 


standards of conduct for its activities. 


| 


fet fre 


0 Colin Adamson Jim Lutes 
Chairman and CEO President and COO 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 


CFM Majestic Inc. 


We have audited the consolidated statements of financial position of CFM Majestic Inc. as at September 29, 2001 and 
September 30, 2000 and the consolidated statements of operations and retained earnings and cash flows for the years 
then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to 


express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 

financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 


management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at September 29, 2001 and September 30, 2000 and the results of its operations and its cash flows for the 


years then ended in accordance with Canadian generally accepted accounting principles. 


Crnet - are mae. 
Toronto, Canada 


November 9, 2001 Chartered Accountants 


CFM Majestic Inc. 17 


18 


CONSOLIDATED STATEMENTS OF OPERATIONS AND RETAINED EARNINGS 


FOR THE YEAR ENDED 


SALES 
Cost of sales 
Gross profit 


EXPENSES 

Selling and administrative, research and development (note 5) 
Amortization 

Interest income 

Interest expense 


-Income before income taxes and amortization of goodwill 


Income taxes (note 10) 

Income before amortization of goodwill 

Amortization of goodwill (net of taxes of $2,529; 2000 — $2,016) 
Net income for the year 


Retained earnings, beginning of year 

Options repurchased (net of taxes of $331) (note 8) 
Premium on repurchased common shares (note 8) 
Retained earnings, end of year 


Earnings per share (note 12) 
Earnings per share before goodwill amortization 


Diluted earnings per share (note 12) 


See accompanying notes 


CFM Majestic Inc. 


(in thousands of dollars 


except earnings per share) 


September 29 


September 30 


2001 2000 
$ $ 

416,332 381,900 
278,892 244,893 
137,440 137,007 
68,096 64,995 
10,382 9,051 

(539) (942) 

8,363 8,187 
86,302 81,291 
51,138 55,716 
14,757 17228 
36,381 38,443 
4,983 4,661 
31,398 33,782 
94,465 71,507 

(539) a 

(5,382) (10,824) 
119,942 94,465 

$ 0.82 $ 0.82 
$ 0.95 $ 0.93 
$ 0.81 $ 0.81 


CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 


(in thousands of dollars) 


AS AT SEPTEMBER 29, 2001 AND SEPTEMBER 30, 2000 


2001 2000 
$ $ 
ASSETS 
Current 
Cash and cash equivalents 4,266 16,473 
Accounts receivable 122,592 108,155 
Income taxes recoverable 8,421 3,459 
Inventory (note 3) 79,693 73,950 
Prepaid and other expenses 1,985 1,868 
Future income taxes 6,447 elie 
Total current assets 223,404 PAV VATE 
Capital assets, net (note 4) 94,124 81,572 
Future income taxes 630 879 
Other assets (note 5) 5,501 3,103 
Goodwill, net 178,370 Sts) i 7 
502,029 452,248 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current 
Bank indebtedness 10,976 7,540 
Accounts payable and accrued liabilities 49,900 45,658 
Current portion of long-term debt (note 7) 16,009 Dono 
Future income taxes 231 95 
Total current liabilities 77,116 68,811 
Long-term debt (note 7) 128,513 NAS), 7/7AS) 
Future income taxes 18,644 13,968 
Total liabilities 224,273 208,558 
Minority interest 144 PXST/ 
Contingencies and commitments (note 11) 
SHAREHOLDERS’ EQUITY 
Share capital (note 8) 128,545 133,549 
Retained earnings 119,942 94,465 
Cumulative translation adjustment (note 9) 29,125 15,439 
Total shareholders’ equity 277,612 243,453 
502,029 452,248 


See accompanying notes 


On behalf of the Board: 


Lo Lethaag * R 


Director Director 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 


(in thousands of dollars) 


FOR THE YEAR ENDED 


September 29 September 30 
2001 2000 
$ $ 
Cash flows from operating activities 
Net income for the year 31,398 33,782 
Add (deduct) items not involving cash 
Amortization 17,894 15,728 
Future income taxes 6,015 9,147 
Gain on disposal of capital assets (175) (761) 
S51o2 57,896 
Changes in non-cash working capital 
Accounts receivable (14,535) (9,106) 
Inventory (2,769) (10,932) 
Prepaid and other expenses (1,462) (192) 
Accounts payable and accrued liabilities 3,695 (2,440) 
Income taxes recoverable (5,575) (3,343) 
(20,646) ~ (26; 0:8) 
Cash flows provided by operating activities 34,486 31,883 
Cash flows from investing activities 
Acquisitions (note 6b) (23,363) (22,741) 
Development costs (1,459) (509) 
Purchase of capital assets (16,525) (13,413) 
Proceeds on disposal of capital assets 328 4,431 
Cash flows used in investing activities (41,019) (32,232) 
Cash flows from financing activities 
Proceeds from non-revolving term facilities —_ 48,747 
Repayment of non-revolving term facilities (15,074) (9,728) 
Revolving term facility, net 17,540 (16,682) 
Bank indebtedness 3,481 4,155 
Other long-term debt 207 4,182 
Repurchase of common shares (note 8) (10,537) (20,812) 
Options repurchased (note 8) (870) _— 
Issuance of common shares (note 8) 151 705 
Deferred financing costs _ (1,362) 
Cash flows provided by (used in) financing activities (5,102) 9,205 
Effect of foreign currency translation on cash 
and cash equivalents (572) 56 
Net increase (decrease) in cash and cash equivalents 
during the year (12,207) 8,912 
Cash and cash equivalents, beginning of year 16,473 Weoo | 
Cash and cash equivalents, end of year 4,266 16,473 
Supplementary cash flow information 
Cash taxes paid 11,552 10,073 
Cash interest paid 7,582 7,917 


See accompanying notes 
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September 29, 2001 
(in thousands of dollars) 


the NATURE OF OPERATIONS 


CFM Majestic Inc. (the “Company”) is amalgamated under the laws of the Province of Ontario. The Company is a 
leading vertically integrated manufacturer of hearth products and related accessories in North America and the United 
Kingdom. The Company designs, develops, manufactures and distributes a complete line of hearth products, including 
gas and wood-burning fireplaces, free-standing stoves, gas logs, hearth accessories, indoor and outdoor space heaters 
and a growing number of outdoor leisure products, and maintains an ongoing program of research and development 
aimed at continually improving the quality, design, features and efficiency of its products. The Company began operating 
in 1987 in Mississauga, Ontario and now has six additional facilities in the United States and one in Stoke-on-Trent, 
England. In addition, the Company has exclusive manufacturing arrangements with two factories in Korea. 


2h SIGNIFICANT ACCOUNTING POLICIES 


Basis of presentation 
These consolidated financial statements include the accounts of the Company and its subsidiaries from the dates of 
their acquisition. All significant intercompany amounts and transactions have been eliminated upon consolidation. 


Use of estimates 
The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires 
management to make estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying notes. Management believes that the estimates utilized in preparing its consolidated financial statements 
are reasonable and prudent; however, actual results could differ from these estimates. 


Translation of foreign currencies 
The accounts of self-sustaining foreign operations are translated into Canadian dollars using the current rate method, 
under which all assets and liabilities are translated at the exchange rate prevailing at year end, and revenue and 
expenses at average rates of exchange during the year. Gains or losses on translation of these account balances are not 
included in the consolidated statements of operations and retained earnings but are deferred and shown as a separate 
item of shareholders’ equity. Gains or losses on foreign currency loans that are designated as hedges of a net investment 
in self-sustaining foreign operations are reported in the same manner as translation adjustments. 


Foreign currency denominated monetary assets and liabilities of Canadian operations are translated at the exchange 
rate prevailing at year end, and revenue and expenses (other than depreciation and amortization) at average rates of 
exchange during the year. Exchange gains and losses arising on the translation of the accounts are included in income. 
Non-monetary assets, liabilities and depreciation and amortization are translated at historical rates of exchange. 
Long-term debt payable in foreign currency is translated at the exchange rate prevailing at year end, with the resulting 
adjustment included as a separate item in shareholders’ equity if the related debt has been designated as a hedge 
against the net investment in foreign operations or amortized over the remaining term of the debt. 


Inventory 
Inventory is carried at the lower of cost, as determined on a first-in, first-out basis, and market value. Market value 


is defined as net realizable value for finished goods and work-in-process, and replacement cost for raw materials. 


Capital assets 
Capital assets are recorded at cost less accumulated amortization. Amortization is provided on the original cost less esti- 
mated salvage value of buildings and equipment using the straight-line method based on estimated useful lives as follows: 


Buildings 31 years 
Leasehold improvements over lease term 
Machinery and equipment 4 to 20 years 


Computer and automotive equipment 4 to 7 years 
Office furniture and equipment 10 years 


Amortization commences on capital assets under construction once the construction has been completed. Assets held 
for disposal are recorded at the lower of cost and net realizable value. 


Wi 
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September 29, 2001 
(in thousands of dollars) 


Research and development 
Research and development costs are expensed as incurred unless the development costs meet the criteria for deferral. 
Investment tax credits relating to qualifying scientific research and experimental development expenses are included 
in net income for the year on the same basis as the related expenditures are charged to operations. Capitalized 
development costs are amortized over the estimated product life not longer than three years. 


Deferred start-up costs 
Costs relating to the start-up of a new barbeque manufacturing facility have been deferred and will be amortized on a 
straight-line basis over five years commencing when the facility begins commercial production. 


Deferred financing costs 
Deferred financing costs are amortized on a straight-line basis over the remaining term of the corresponding debt. 


Goodwill 
Goodwill comprises the excess of cost over fair values of the underlying net assets acquired and is amortized over 25 
years. On an ongoing basis, management reviews the valuation and amortization of goodwill, taking into consideration 
any events and circumstances which may impair the recorded amount. An impairment in goodwill is determined by 
comparing the projected future cash flows using a discount rate reflecting the Company's average cost of funds to the 
recorded amount. 


Income taxes 
The Company uses the liability method of tax allocation for accounting for income taxes. Under the liability method 
of tax allocation, future tax assets and liabilities are determined based on differences between the financial reporting 
and tax bases of assets and liabilities and are measured using the substantially enacted tax rates and laws that will be 
in effect when the differences are expected to reverse. 


Revenue recognition 
Revenue from sales of manufactured products, net of appropriate reserves for returns, is recognized either at the 
date of shipment or delivery, depending on the shipping terms. Commission revenue is earned when an exclusive 
manufacturer ships product directly to the customer. 


Stock-based compensation plan 
No compensation expense is recognized when stock options are issued to employees. Any consideration paid by 
employees on exercise of stock options or purchase of stock is credited to share capital. If stock options are repurchased 
from employees, the excess of the market value of the stock at time of repurchase over the exercise price is charged to 
retained earnings. 


Earnings per share 
Basic earnings per share has been determined by dividing net income attributable to common shareholders by the 
weighted average number of common shares outstanding during the year. Diluted earnings per share is in accordance 
with the treasury stock method and is based on the weighted average number of common shares and dilutive common 
share equivalents outstanding. 


Fair value of financial instruments 
The following methods and assumptions were used in estimating the fair values of financial instruments: 


Current financial assets and liabilities: Terms are such that their carrying amounts approximate fair values. 


Variable rate bank facilities: The carrying amounts of variable rate debt approximate fair value because the rates are 
reflective of the current market. 


Committed long-term bank facilities and other long-term debt: Fair values are estimated using discounted cash flow 
analysis based on current incremental borrowing rates for similar borrowing arrangements. 
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Credit risk 


The Company’s financial assets that are exposed to credit risk consist primarily of cash and cash equivalents and 


accounts receivable. 


Cash and cash equivalents consist of short-term investments, primarily overnight deposits, and are invested with 


recognized Canadian and U.S. banks. 


The Company sells products to a diverse group of customers within the home products industry, thereby mitigating 


any concentration of credit risk. 


At September 29, 2001, one customer (2000 — nil) represents 17% of the accounts receivable year end balance and 


10% of sales. 


Foreign currency risk 


The Company maintains its accounts in Canadian dollars. However, a significant portion of its operations are located 


in the United States and therefore the Company is subject to foreign currency fluctuations which may, from time to 


time, affect its profitability and cash flows. 


Sr INVENTORY 


Inventory consists of the following: 


Raw materials 
Work-in-process 
Finished goods 


4. CAPITAL ASSETS 


Capital assets consist of the following: 


Land 

Buildings 

Leasehold improvements 
Machinery and equipment 
Computer equipment 

Automotive equipment 

Office furniture and equipment 
Capital assets under construction 


2001 2000 
$ $ 
23,055 26,926 
18,984 V1 2as 
37,654 ST 
79,693 73,950 

2001 
Accumulated Net book 
Cost amortization value 
$ $ $ 
4,080 _ 4,080 
Zigh2o 3,982 23,143 
8,239 837 7,402 
73,099 32,529 40,570 
10,106 5,997 4,109 
1,047 658 389 
5,486 1,859 3,627 
10,804 — 10,804 
139,986 45,862 94,124 


CFM Majestic Inc. | 


24 


September 29, 2001 
(in thousands of dollars) 


2000 
Accumulated Net book 
Cost amortization value 
$ $ $ 
Land 4,042 — 4,042 
Buildings 27,897 3,182 24,715 
Leasehold improvements 6,867 618 6,249 
Machinery and equipment 62,481 24,980 37,501 
Computer equipment 9,263 4,514 4,749 
Automotive equipment i-co2 655 697 
Office furniture and equipment 4,046 1,295 23750 
Capital assets under construction 868 _ 868 
116,816 35,244 81,572 
15 OTHER ASSETS 
Other assets consist of the following: 
2001 2000 
$ $ 
Deferred development costs 1,867 509 
Deferred barbeque facility start-up,costs 1,792 _ 
Deferred financing costs’ - 1,499 2,274 
Other 343 320 
5,501 3,103 


Research and development expense for the year ended September 29, 2001 is $4,292 (2000 — $5,348). 


During the year, $1,459 of development costs have been deferred. Amortization of these additional costs has not 
commenced as at September 29, 2001. 


6. ACQUISITIONS 


a) Jomoco Products Company 

Effective August 1, 1999, the Company acquired substantially all of the net assets of Jomoco Products Company 
(‘Jomoco”) for cash consideration of $16,117. Additional cash consideration of US$2,500 was paid on April 1, 2000 as 
Jomoco achieved an earnings target for the calendar year 1999. The additional consideration of US$2,500 was allocated 
to goodwill in fiscal 2000. 


Jomoco is a manufacturer of fireplace chimney caps, hearth accessories and garden accessories. The acquisition was 
accounted for using the purchase method with the purchase price allocated to net identifiable assets at their fair value, 
as detailed below. Liabilities assumed include planned integration costs of $2,058. As at September 29, 2001, none of 
the liability remains (2000 — $1,005). The results of operations of Jomoco are included in the Company’s consolidated 
statement of operations for the period since acquisition. The acquisition is summarized as follows: 


$ 
Total assets 4,273 
Goodwill 16,571 
Less liabilities assumed (4,727) 
Net assets acquired TOMA, 
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b) RMC International Ltd. 
Effective July 1, 1999, the Company acquired substantially all of the net assets of RMC International Ltd. (“RMC”) 
for cash consideration of $37,643 and 564,528 common shares of the Company valued at $7,480. Additional cash 
consideration of $23,363 (US$15,000) was paid on April 1, 2001 as RMC achieved an earnings target for the calendar 
year 2000. The additional consideration of $23,363 was added to goodwill in fiscal 2001. 


RMC is an importer of indoor and outdoor space heating products. The acquisition was accounted for using the purchase 


method with the purchase price allocated to net identifiable assets at their fair value, as described below. The results of 


operations of RMC are included in the Company’s consolidated statement of operations for the period since acquisition. 


The acquisition is summarized as follows: 


Total assets 

Goodwill 

Less liabilities assumed 
Net assets acquired 


The cash component of the acquisition was financed by bank debt. 


igs LONG-TERM DEBT 


Long-term debt consists of the following: 


Non-revolving term credit facility currently advanced at fixed rates not 
exceeding 180 days (2000 — 180 days) with a weighted average rate 
of 4.95% (2000 — 7.28%) repayable over quarterly installments 
beginning September 29, 2001 to be fully paid by July 27, 2005. 
Included in this amount was U.S. dollar debt of $5,044 (2000 — $9,299) 
and U.K. pound sterling of GBP 2,050 (2000 —- GBP 2,050). 


Revolving operating loans currently advanced at fixed rates not 
exceeding 180 days (2000 — 180 days) with a weighted average 
rate of 5.21% (2000 — 7.11%) under which the Company may 
borrow up to $100,000 (2000 - $100,000). Letters of credit 
totalling $2,582 (2000 - $6,244) have been issued against this 
facility. The credit facility expires on July 27, 2005. 


Revolving term credit facility of up to $50,000 advanced at fixed 
rates and/or floating rates not exceeding 180 days 
(2000 — 180 days) with a weighted average rate of 5.25% 
(2000 - 7.13%). If the credit facility is not extended by 
July 26, 2002, all undrawn advances will be cancelled and the 
drawn portion will become a term loan repayable in quarterly 
installments to be fully paid by July 27, 2005. 


Other long-term debt bearing interest at 7.30% (2000 - 7.13%). 


Less current portion 


$ 

13,355 

62,585 

(7,454) 

68,486 

2001 2000 

$ $ 
61,469 75,972 
35,500 52,660 
42,100 7,400 
5,453 5,265 
144,522 141,297 
16,009 15,518 
128,513 125,779 
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September 29, 2001 
(in thousands of dollars) 


Effective July 27, 2000, the Company entered into a new syndicated credit agreement. All outstanding debt under the 
previous credit facility was repaid. As at September 29, 2001, the Company’s total available line of credit was $216,250 
(2000 — $231,250). 


In accordance with the credit agreement, the Company may borrow in Canadian and U.S. dollars and U.K. pounds ster- 
ling by way of prime rate based loans, Bankers’ Acceptances, LIBOR loans or any combination thereof. Fair values of 


the committed long-term facilities and other long-term debt are not materially different from the carrying values. 


The credit agreement includes certain restrictive covenants and undertakings by the Company and its subsidiaries. The 
Company is in compliance with all covenants and undertakings. 


The future minimum annual principal repayments of long-term debt over the next five years and thereafter are as follows: 


$ 

2002 16,009 
2003 15,209 
2004 15,167 
2005 94,227 
2006 120 
Thereafter 3,790 
144,522 


Interest on long-term debt amounted to $7,824 for the year ended September 29, 2001 (2000 — $7,245). 


8. SHARE CAPITAL 


The Company’s authorized share capital consists of an unlimited number of common shares without nominal or par value. 


a) Issued and outstanding 


Number of shares Amount 
# $ 
(in thousands) 

Balance October 2, 1999 42,332 142,833 
Options exercised 144 607 
Employee share purchase plan (i) US 98 
Shares repurchased and cancelled (ii) (2,959) (9,989) 
Balance September 30, 2000 39,532 133,549 
Options exercised 14 56 
Employee share purchase plan (i) 15 CE 
Shares repurchased and cancelled (ii) (1,525) (Sa55) 
Balance September 29, 2001 38,036 128,545 


(i) | The Company has established an Employee Share Purchase Plan (“ESPP”) in order to encourage employees to 
participate in the growth and development of the Company. Annually, all eligible employees may contribute to the 
ESPP an amount up to 20% of their aggregate base cash compensation received in the previous year. Throughout 
the year, the administrator, on behalf of each participating employee, purchases shares from the Company at 
market price less a 15% discount. Employees can sell 85% of these share accounts at any time. The remaining 15% 
of the employee's share account vests equally over four quarters after the quarter in which shares were purchased. 
During fiscal 2001, 15,202 (2000 — 15,223) shares were issued under the ESPP for $95 (2000 — $98). 
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Gi) On October 3, 2001, the Company renewed its Normal Course Issuer Bid enabling it to make market purchases 
of up to 2,800,000 of its common shares during the next 12-month period. As at September 29, 2001, no shares 
were repurchased under this bid. 


On September 27, 2000, the Company filed a Normal Course Issuer Bid enabling it to make market purchases of up to 
2,987,000 of its common shares during the next 12-month period. As at September 26, 2001, the expiry date of the 
Normal Course Issuer Bid, a total of 1,525,200 shares had been repurchased and cancelled at an average price of $6.92. 


Details of fiscal 2001 repurchases are as follows: 


Price paid 
per share 
$ 

6.8976 
6.5870 
6.4491 
UPB 
8.1403 
8.7280 
9.0952 
8.6997 
9.0000 


Number of 

Date of purchase shares purchased 
# 

October 2000 2illedlOO 
November 2000 693,300 
December 2000 359,300 
January 2001 100,800 
February 2001 ) 10,300 
March 2001 18,200 
April 2001 2,100 
July 2001 30,100 
September 2001 100,000 
1,525,200 


On September 25, 1999, the Company filed a Normal Course Issuer Bid enabling it to make market purchases of up to 


3,000,000 of its common shares during the next 12-month period. As at September 24, 2000, the expiry date of the 
Normal Course Issuer Bid, a total of 2,959,100 shares had been repurchased and cancelled at an average price of $7.02. 


Details of such repurchases are as follows: 


Price paid 
per share 
$ 

9.0000 
7.2500 
7.0180 
TASTES 
6.8349 
6.6945 
7.4434 
7.1951 


Number of 

Date of purchase shares purchased 
# 
November 1999 10,000 
December 1999 532,900 
January 2000 104,100 
February 2000 10,000 
June 2000 846,200 
July 2000 846,000 
August 2000 330,000 
September 2000 279,900 
2,959,100 


b) Stock options 


Under the terms of the Stock Option Plan, all options are granted for a term of seven years commencing on the date of 


grant. All options granted prior to January 10, 2000 are exercisable six years and 360 days from the date upon which such 


options were granted. For all options granted after January 10, 2000, one-third of such options will become exercisable as 


of each of the first, second and third anniversaries, respectively, of the date such options are granted. 
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28 


September 29, 2001 
(in thousands of dollars) 


Options granted prior to September 15, 1999 may vest early if certain stock price performance criteria are met, being 


one-third of the options granted in each fiscal year will become exercisable as of the first day of each of the three 


immediately following fiscal years, provided that the cumulative percentage increase in the market value of the common 


shares of the Company since the first day of the fiscal year in which the options were granted has been at least equal to 


110% of the cumulative increase of the Toronto Stock Exchange 300 Index during the same period. 


Options granted after September 15, 1999 but prior to January 10, 2000 may vest early if certain stock price performance 


criteria are met, being one-third of the options granted in each fiscal year will become exercisable as of the first day of 


each of the three immediately following fiscal years, provided that the cumulative percentage increase in the market 


value of the common shares of the Company since the first day of the fiscal year in which the options were granted has 


been at least equal to the cumulative percentage increase of the Toronto Stock Exchange Industrial Products Index 


during the same period. 


Under the Stock Option Plan, the Company is authorized to issue a maximum of 5,624,500 common shares. As at 


September 29, 2001, a total of 1,329,828 common shares are available for future grants and options. 


A summary of the status of the Stock Option Plan as of September 29, 2001 and September 30, 2000 and changes during 


the years ended on these dates is presented below: 


Outstanding at October 2, 1999 


Granted 
Exercised 
Cancelled 


Outstanding at September 30, 2000 


Granted 
Exercised 


Repurchased 


Cancelled 


Outstanding at September 29, 2001 


The following table summarizes information about stock options outstanding at September 29, 2001: 


Common shares to be issued 


# 

5,266 
73,733 
194,677 
247,666 
625,000 
1,020,329 
100,000 
1,037,000 
10,000 
15,000 


Weighted Number 
Number average of vested 
outstanding price options 
# $ # 
941,278 8.38 507,283 
1,993,000 7.88 
(144,000) 4.22 
(87,668) 9.26 
2,702,610 8.20 339,949 
1,162,000 9.62 
(14,000) 4.00 
(306,471) UME 
(215,468) Cal 
3,328,671 8.75 379,700 
Exercise price Common shares Expiry date 
exercisable 
$ # 
5.875 5,266 May 17, 2003 
8.375 TSIEBS Nov. 27, 2003 
12.625 — Oct. 1, 2004 
7.800 65,015 Oct 2005 
11.250 — Oct. 4, 2006 
6.250 235,686 July 26, 2007 
6.700 _— Nov. 21, 2007 
9.500 _— July 25, 2008 
OF750 — Sept. 10, 2008 
9.510 _ Sept. 12, 2008 


Under the terms of the Stock Option Plan, 306,471 options were repurchased during fiscal 2001 for $870 (2000 — nil) 
and 14,000 options (2000 — 144,000) were exercised for common shares. 
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De CUMULATIVE TRANSLATION ADJUSTMENT 


For the year ended September 29, 2001, the change in the cumulative translation adjustment balance on self-sustaining 
foreign operations, net of foreign exchange losses on long-term debt designated as hedges, was $13,686, relating primarily 


to the strengthening of the U.S. dollar against the Canadian dollar during the year. 


10. INCOME TAXES 


a) Rate reconciliation 


The Company’s effective income tax rates for the years ended September 29, 2001 and September 30, 2000 are derived 


as follows: 


Combined Canadian federal and provincial tax rate 
Manufacturing and processing profits deduction 
Income taxes at different rates in foreign jurisdictions 
Permanent and other 


b) Provision for (recovery of) income taxes 
The components of income before income taxes by jurisdiction are as follows: 


Income before income taxes and amortization of goodwill 
Amortization of goodwill, net of tax 

Income tax on amortization of goodwill 

Income before income taxes 

Domestic 

Foreign 


The provision for (recovery of) income taxes consists of the following: 


Income taxes before the undernoted 
Income taxes on amortization of goodwill 
Income taxes 

Current 

Future 


2001 2000 
% % 
43.31 44.64 
(0.80) (0.19) 
(15.04) (14.78) 
0.56 1.44 
28.03 Bic 
2001 2000 
$ $ 
51,138 55,716 
(4,983) (4,661) 
(2,529) (2,016) 
43,626 49,039 
3,111 (1,076) 
40,515 50,115 
43,626 49,039 
2001 2000 
$ $ 
14,757 17278 
(2,529) (2,016) 
12,228 15,257 
2,728 5,542 
9,500 9,715 


12,228 Oyo 
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The details of the provision for (recovery of) current income taxes are as follows: 


Canadian federal taxes 
Provincial taxes 
Foreign taxes 


The details of the provision for future income taxes are as follows: 


Canadian federal taxes 
Provincial taxes 
Foreign taxes 


c) Provision for future income taxes 


September 29, 2001 
(in thousands of dollars) 


2001 2000 
$ $ 
(117) — 
(63) = 
2,908 5,542 
2,728 5,542 
2001 2000 
$ $ 

488 _ 
251 _ 
8,761 9,715 
9,500 9,715 


Future income taxes have been provided on temporary differences which consist of the following: 


Reserves and allowances 
Inventory 

Capital assets 

Goodwill 

Financing 

Compensation 

Net operating losses 
Other 
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2001 2000 
$ $ 

813 2,713 
1,368 1,390 
1,673 2,442 
634 1,130 
14 (31) 

25 246 
4,660 1,894 
313 (69) 
9,500 9,715 


d) Future income tax assets and liabilities 
Future income taxes have been provided on temporary differences and consist of the following: 


Current future income tax assets 
Reserves and allowances 

Inventory 

Compensation 

Net operating losses 

Siock options 

Other 

Total current future income tax assets 
Current future income tax liabilities 
Net current future income tax assets 


Long-term future income tax assets 
Financing 

Net operating losses 

Reserves and allowances 

Other 


Total long-term future income tax assets 


Long-term future income tax liabilities 
Financing 

Capital assets 

Goodwill 

Reserves and allowances 

Other 


Total long-term future income tax liabilities 
Net long-term future income tax liabilities 


2001 2000 
$ $ 
3,531 3,031 
843 1,798 
556 1,040 
TAT. 1,750 
— 9 
(200) (356) 
6,447 CAE 
231 95 
6,216 TATE 
<= 199 
467 235 
= 107 
163 338 
630 879 
78 64 
7,584 7,611 
7,578 5,314 
2,674 816 
730 163 
18,644 13,968 
18,014 13,089 


The Company has recognized the full amount of its future income tax assets with no valuation allowance for each of the 


years presented. 


dtc CONTINGENCIES AND COMMITMENTS 


a) Lease commitments 


The Company is committed to premises and equipment leases with terms expiring at various dates during the next five 


years and thereafter. Future minimum annual payments under non-cancelable operating leases consist of the following 


at September 29, 2001: 


2002 
2003 
2004 
2005 
2006 
Thereafter 
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September 29, 2001 
(in thousands of dollars) 


b) Legal 

During the normal course of business, there are various claims and proceedings that have been or may be instituted against 
the Company. There are claims that are at the early stages of legal proceedings and thus the outcome of these matters is not 
determinable. These claims could have a material adverse effect on the consolidated financial position of the Company or 
its results of operations. 


c) Other 

Pursuant to certain acquisitions, including a $3,000 joint venture investment in fiscal 2000, the minority shareholders and 
joint venture partner have the option to cause the Company to purchase their interests. The Company has similar options 
to require the minority shareholders to sell their shares. The purchase price in both cases would be based upon a prescribed 
valuation formula. 


2 EARNINGS PER SHARE 


In these financial statements, the Company has retroactively adopted the new recommendations for determining earnings 
per common share issued by The Canadian Institute of Chartered Accountants. All prior periods presented have been 


- restated to conform with these recommendations. 


Basic earnings per share has been determined by dividing net income by the weighted average number of common shares 
outstanding during the year of 38,346,000 shares (2000 — 41,398,000). Diluted earnings per share is in accordance with 
the treasury stock method and is based on the weighted average number of common shares and dilutive common shares 
equivalents outstanding. This change has resulted in no change in basic earnings per share for 2001 (2000 — nil) and a 
$0.01 increase in diluted earnings per share for the year ended September 29, 2001 (2000 — increase of $0.01). 


13. EMPLOYEE BENEFIT PLANS 
The Company maintains various employee benefit plans which include a defined contribution plan and a multi-employer 
defined benefit plan. During the year, the Company’s benefit plans expenditures were approximately $1,457 (2000 — $1,493). 


14. SEGMENTED INFORMATION 


The Company operates in one business segment which includes the development, manufacture, and sale of fireplaces, 
hearth and related heating products and accessories. The Company conducts substantially all of its business activities in 
North America. External sales are allocated on the basis of sales to external customers. 


September 29, 2001 


U.S. Canada Other Total 

$ $ $ $ 

External sales 338,153 51,629 26,550 416,332 
Capital assets and goodwill 229,770 32,287 10,437 272,494 


September 30, 2000 


U.S. Canada Other Total 

$ $ $ $ 

External sales 313,978 45,176 22,746 381,900 
Capital assets and goodwill 205,884 20,647 10,558 237,089 


15. RELATED PARTY TRANSACTION 


During the year the Company purchased an exclusive perpetual licence to manufacture, market and sell products for $307. 
The licence was purchased from an entity in which officers of the Company had a non-controlling interest. 


16. COMPARATIVE CONSOLIDATED FINANCIAL STATEMENTS 


The comparative consolidated financial statements have been reclassified from statements previously presented to conform to 
the presentation of the 2001 financial statements. 


CFM Majestic Inc. 


FIVE-YEAR FINANCIAL HIGHLIGHTS 


(in thousands of dollars except for per share 
amounts and number of employees) 


2001 2000 1999 1998 1997 

Operating Results $ $ $ $ $ 
Sales 416,332 381,900 355,742 272,740 250,646 
EBITDA before restructuring 

and other costs 69,344 72,012 66,309 Sev) 46,784 
Earnings before restructuring 

and other costs and income taxes 43,626 49,039 46,857 SOeoui BORG 
Earnings before restructuring 

and other costs 31,398 33,782 32,610 26,216 23,602 
Restructuring and other 

costs before tax 0 0 23,005 0 0 
Net income 31,398 33,782 16,487 26,216 23,602 
Pre-tax cash flow 61,345 64,006 55,190 47,928 43,015 
Capital expenditures 16,525 13,413 16,786 13,019 11,943 
Acquisition expenditures 23,363 22,741 35,031 39,471 0 
Number of employees 1,880 2,100 2,190 2,049 iko22 
Per share 
EBITDA 1.81 1.74 1.58 11 26) We 
Pre-tax cash flow 1.60 1 SYS) Wey 1.14 Vell 
Book value 7.30 6.16 is) -346) 5.06 4.12 
Earnings before restructuring and 

other costs 0.82 0.82 0.78 0.63 0.61 
Diluted earnings before restructuring 

and other costs 0.81 0.81 0.77 0.62 0.59 
Earnings 0.82 0.82 0.39 0.63 0.61 
Average number of 

shares outstanding 38,346 41,398 41,945 41,885 38,692 
Financial Position 
Working capital 152,998 133,433 73,490 105,842 Seon 
Total assets 502,029 452,248 418,420 360,469 254,484 
Total net debt 151,232 132,364 109,007 87,259 35,109 
Shareholders’ equity 277,612 243,453 225,706 212,012 UE AN S¥s} 
Financial Statistics 
Gross margin 33.0% 35.9% 34.6% 34.4% 36.3% 
EBITDA before restructuring and 

other costs margin 16.7% 18.9% 18.6% 18.8% 18.7% 
Current ratio 2.90 3.0/7 Woh 1.85 2.44 
Total net debt/equity 0.54 0.54 0.48 0.41 0.20 
Total net debt/total capitalization 0.35 0.35 0.33 0.29 OM 
Return before restructuring and 

other costs on average equity 12.1% 14.4% 14.9% ooo 18.3% 
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DIVISIONAL MANAGEMENT 


Ron Calvert 
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Steve Haramaras 
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President, CFM RMC 
International Division 
Michael Miller 

Managing Director, 
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SOLICITORS 


Fraser Milner Casgrain 
1 First Canadian Place 
Toronto, Ontario 
Canada M5X 1B2 


Foley & Lardner 

Three First National Plaza 
Chicago, Illinois 

USA 60602-4205 


AUDITORS 


Ernst & Young LLP, 
Chartered Accountants 
The Ernst & Young Tower 
TD Centre, Toronto, Ontario 
Canada M5K 1J7 


BANKERS 


Bank of Montreal 

First Canadian Place 

11th Floor, Toronto, Ontario 
Canada M5X 1A1 


TRANSFER AGENT 


Computershare 

Trust Company of Canada 
100 University Avenue 
9th Floor, Toronto, Ontario 
Canada M5J 2Y1 


SHARE LISTING 


Stock Symbol: CFM 
Exchange: Toronto 
Stock Exchange 


The Annual and Special Meeting of the shareholders will be held 
on Monday, February 11, 2002 at 4:15 p.m. at the Toronto Stock 
Exchange, Conference Centre, 2 First Canadian Place, 130 King 
Street West, Toronto, Ontario, Canada. 


Send inquiries to: Investor Relations, CFM Majestic Inc., 

475 Admiral Boulevard, Mississauga, Ontario, Canada L5T 2N1 
Telephone: (905) 670-7777 Facsimile: (905) 670-7915 

E-mail: cfm@cfmmajestic.com Website: www.cfmmajestic.com 


High Low 
$ 760 $ £5.70 
$ 9:30) Se Prats 
$150.95 2875 
$e 10:059$7057-50 
S$. eT 1500 Soro 


Close Volume 
$ 7.25 4,368,600 
$ 9.25 3,632,500 
$ 9.55 2,028,800 
$ 8.54 2,451,300 
$ 8.54 12,481,200 


CORPORATE OFFICE 


CFM Majestic Inc. 

475 Admiral Boulevard 
Mississauga, Ontario 
Canada L5T 2N1 
Telephone: (905) 670-7777 
Facsimile: (905) 670-7915 


OPERATING DIVISIONS 


Vermont Castings 

Majestic Products Division 
410 Admiral Boulevard 
Mississauga, Ontario 
Canada L5T 2N6 
Telephone: (905) 670-7777 
Facsimile: (905) 670-4676 


350 Admiral Boulevard 
Mississauga, Ontario 
Canada L5T 2N6 
Telephone: (905) 670-7777 
Facsimile: (905) 565-4683 


1000 East Market Street 
Huntington, Indiana, USA 46750 
Telephone: (260) 356-8000 
Facsimile: (260) 356-9672 


Route 107 

Bethel, Vermont, USA 05032 
Telephone: (802) 234-2300 
Facsimile: (802) 234-2340 


Beanville Road 

Randolph, Vermont, USA 05060 
Telephone: (802) 728-3151 
Facsimile: (802) 728-3171 


CFM Harris Systems Division 
3501 West Howard Street 
Skokie, Illinois, USA 60076-4012 
Telephone: (847) 676-3556 
Facsimile: (847) 676-3759 


CFM RMC International Division 
3501 West Howard Street 
Skokie, Illinois, USA 60076-4012 
Telephone: (847) 676-3556 
Facsimile: (847) 676-3759 


CFM Kinder Limited 

Trentham Lakes 
Stoke-on-Trent 

Staffordshire, England ST4 4TJ 
Telephone: (178) 233-9000 
Facsimile: (178) 233-9009 
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